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The Present Trend in Advertising 


W. R. HorcuKIN 


HEN seeking for authentic trends 

in advertising, we need to look to- 
ward the publicity published by the ac- 
cepted leaders in advertising work—the 
advertisers whose work is most widely 
watched and followed. During the last 
five years, especially, there has been a 
notable effort made to gain reader-at- 
tention by other means than dominating 
space, size and large- and black-faced 
type. This period has been particularly 
notable for the wide improvement in 
layouts and typography—among better 
advertisers. Many leading retail adver- 
tisers, following the policy of most na- 
tional advertisers, have employed typo- 
graphical specialists to set their daily ad- 
vertisements, in order to get style and 
refinement that are not obtainable, in 
any such degree, in newspaper compos- 
ing rooms. 

While this policy is too expensive for 
general adoption, these leaders have by 
this means set a new standard in typo- 
graphy that has become a pattern to be 
aimed at by hundreds of wise and ambi- 
tious advertisers. 

Another wholesome trend has been 
the artistic betterment of advertising il- 
lustrations. To-day the better stores 
place chief emphasis upon the artistry 
of the picture, rather than upon the 
slavish portrayal of merchandise details, 
as has been the common custom in the 
past. This trend, however, has gener- 
ated a new freedom in art work, that 
may assume dangerous proportions, as 
cubist and impressionistic artists follow 
their own fancies, with small thought 
for the fact that advertising, while pro- 
gressing, must forever sell the goods. 

Securing Attention 

The element of securing attention is 
of course primary in all advertising. 
Where ever-increasing masses of pub- 
licity crowd the multiplying pages of 
advertising mediums, the battle for 
reader-attention calls for all the original- 


ity and ingenuity that art and advertis- 
ing genius and skill can develop. But 
the mere securing of attention will 
never be the ultimate object. Attention- 
getting merely paves the way for the 
real object—the message. It would 
seem that much of the new art work, 
now so prominently exploited, secures 
attention to itself at deadly cost to the 
message which the art work was created 
merely to introduce. 

It has ever been a maxim of practical 
advertising that attention-getting effects 
should attract chiefly those whose desire 
for the goods exploited may be created 
by the advertising. And it is also con- 
sidered a mecessary conservation of 
energy and cost that the effects which 
secure attention shall also serve the add- 
ed purpose of making the merchandise 
exploited seem more desirable to the 
reader. This thought about conserva- 
tion and economical cost does not seem 
to exist, except in rare instances, in the 
minds of artists and many specialists; 
thus when a certain effect will attain 
one object, the artist usually considers it 
incomprehensible to expect the attain- 
ment of the desired double object. 

But far more vital than the attain- 
ment of the double object, is the safe 
avoidance of possible damage that ex- 
treme art may cause. Certain illustra- 
tions would seem to be so radical that 
they command all attention to them- 
selves—totally eliminating any chance of 
reader-interest being swayed away from 
the art to a consideration of the mer- 
chandise that is being advertised. 

Thus mere attention-getting may be- 
come a menace, rather than an aid, to 
advertising’s only reason for existence— 
the selling of the goods advertised. 

Progress and improvement in adver- 
tising are as vital to the advance of 
civilization as are the same virtues in 
all other human activities; but progres- 
sive trends must ever point toward the 
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ultimate destination. They should not 
splutter in every direction like the spokes 
of a wagon wheel. Many of the more 
noticeable, rather than notable, of re- 
cent advertising developments seem to 
be the creatures of mere seekers of 
change—anything to be different, re- 
gardless of the main object of the ad- 
vertising. 

It should never be forgotten that the 
real soul of advertising—the live interest- 
compelling quality or element—will 
forever be the NEWS factors that it 
possesses. That advertising which fails 
to arouse human interest and the ulti- 
mate desire for possession of the goods 
advertised is a total loss! And adver- 
tising is highly costly, and no adver- 
tiser can long afford to spend his money 
to publish advertising, however artistic, 
which does not bring back to him in 
direct profits more money than the ad- 
vertising cost. 

Modernistic Advertising 

The scanning of the advertising pages 
of a well-patronized magazine to-day is 
a real hardship on human eyes. Neither 
physical vision nor human imagination 
can find a resting place on many of the 
artistically clever pages. ‘They may be 
a joy to puzzle solvers, and to those 
clever folks who like to exercise their 
cerebral faculties to discover the intent 
and meaning of the artist; but such art 
work plays scurvy tricks on the merchan- 
dise and the man who pays the adver- 
tising cost. Such pages are original and 
they may attract the attention of cer- 
tain people; but it is hard to believe 
that they create interest in the Message, 
or arouse desire for the goods whose sale 
is to pay the cost of the advertising. 

Advertising is a very serious business. 
The promotion of an industry is not 
only vital to the success of the owners 
of the business, but also to the welfare 
and happiness of the workers in that 
industry, and also to the prosperity of 
the entire community in which that in- 
dustry is located. Any change of 
policy, which weakens the public appeal 
by which sales are secured for the com- 
modity advertised, is not only a menace 


to the owners of the business advertised, — 
but to an ever widening circle of indus- © 
trial and commercial contacts. So it 
would seem to be unwisely hazardous 
to play tricks with advertising—just to 

be new and different. : 

It would seem that the wise and care- 
ful advertiser would be slow about fol- 
lowing many of these daring leaders, in . 
their sensational departures in mere at- — 
tention-getting—remembering that the 
real job of salesmanship must be done 
after attention is secured. Attention- — 
getting is not an object—it is only a 
means in the train of factors that com- 
bine in the securing of a sale. 

Institutional Advertising 

One of the most encouraging phases 
of the present trend in advertising is the 
broadening effort shown by an increas- 
ing number of retail advertisers to sell — 
the store. The object of this effort is to 
establish public confidence in the owner- | 
ship of the store—in the character and 
ability of the owners, and the earnest- 
ness with which owners and employees 
strive to serve and satisfy the customers — 
of the store. 

This object is being largely attained 
by the publication of frequent editorials — 
in the store’s advertising space, in which 
the store policies are outlined in an 
interesting manner, and. the service de- 
sires and ambitions of the owners are 
made familiar to the public. By this 
means the store is given a likeable per- 
sonality, for which large prestige and 
good-will are created. People become so 
completely won to the published poli- 
cies of the store that they no longer wait 
to be drawn by special news and bargain 
offerings. The customers’ trade be- 
comes a more secure asset of the store— 
is not so readily swayed from one store 
to another—thus a more definite solid- 
ity is secured for the store’s progress and 
prosperity. 

This store-selling advertising policy is 
operated in varying manner, by various 
stores. Sometimes the so-called edi- 
torial is set in a small rule box, in the 
corner of the advertisement; again it 


takes the form of a broad display head- 
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ing for the page; then we see the edi- 
torial take a more pretentious form and 
require a separate and totally indepen- 
dent position of its own in the news- 
paper—perhaps being written by outside 
specialists in advertising. Still another 
feature of store-selling advertising is 
provided by store-service organizations 


' who syndicate this type of store edi- 


torial writing, thus providing this valu- 
able factor of modern advertising for 
stores everywhere—large and small— 
and written by specialists in this work. 


Advertising Education 


The very rapid improvement seen in 
department store advertising of recent 


years would seem to be the result of 
the very wide efforis that are being 
made to establish educational facilities 
for advertising workers. It must be re- 
membered that advertising has been a 
profession that had no school, and prac- 
tically no text books until a few years 
ago. It has been merely a “job,” in 
most instances, that was “picked up” by 
the adventurous young men and women 
who attempted to do the work. The 
growing realization of the stupendous 
importance of advertising, in the minds 
and ledgers of retail merchants, has 
caused large attention to be paid to ad- 
vertising education in local and national 
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reader’s attention. 


sell the most goods. 


REALISTIC AND MopernisTic ADVERTISEMENTS COMPARED 


Above are two advertisements taken from the May 1926 issue of Harper’s Bazar. 
Both exploit luggage for summer travel. The one on the left expresses the old real- 
istic type, presenting the natural human appeal. The one on the right is vs ype of the 
modernistic torture of eye and brain, in order to attain originality an 


The man who pays the advertising bills must decide which of these types will 
secure largest attention from possible purchasers of luggage, and which will create 
largest confidence in the quality and character of the luggage exploited, and ultimately 
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retail conventions. They have established 
many research organizations, for the 
securing of advertising data, the com- 
parison of methods and results, and for 
many kinds of co-operative work. 
Schools of various types have come in- 
to being by reason of the crying need of 
educational aid, and various service or- 
ganizations are now in the field to serve 
and educate merchants and their execu- 
tives. 

So to-day, education is playing a highly 
valuable part in guiding the new trend 
in advertising, and it is being fostered, 
though in a too diffident manner, by 
many retail merchants who have the 
vision to see that trained specialists will 
make more dollars for stores than would 
be possible at the hands of even the 
most clever and earnest men and women 
who have had to pick up their profession 
without these vital educational aids. 

The splendid results that are to-day 
being achieved by The New York Uni- 
versity School of Retailing, and by 


the departments of its School of Com- 
merce, by The Harvard University 
Graduate School of Business Adminis- 
tration, by Columbia University and by 
the many others where active business 
courses are now being conducted, will 
soon bring a broad realization of what 
education in retail activities will ac- 
complish. 

Thus it would seem that the most 
vital trend of the present time is to- 
ward broader technical training in ad- 
vertising and retailing. ‘Thus knowl- 
edge, skill and true art will come to the 
work of telling the world the news 
about merchandise that people should 
desire and possess. ‘This will largely 
displace the hectic struggle for bizarre 
effects in advertising, and swing the 
pendulum back to sanity again—to 
where true art and skill will win reader- 
attention and interest for the humanly 
interesting news that is always abun- 
dantly provided by a live retail store. 


Over-Buying 


F. Dow.ey 


ITHIN living memory, the ques- 

tion of how much a general store 
merchant was “open to buy” at any 
given time was largely dependent upon 
the use, or misuse, of his “line of credit.” 
Of course, there were merchants who 
bought for cash in the good old days but 
they were few and, generally, unim- 
portant. The ‘“We-Buy-For-Cash” 
stores were notoriously weak in stocks 
and assortments. 


Up to twenty years ago, demand was 
seasonable and could be depended upon 
to quite a large extent. Fashions did 
not change greatly from year to year. 
Merchandise was manufactured to wear 
well and give service, and not merely to 
express in flimsiness some prevailing 
mode. Shipments were made by freight 
trains; bills bore long dating; shelves 
and counters groaned under the weight 


of slow-moving stocks. - The business 
generally was as sluggish as the average 
proprietor of that time. It was the 
leaden age of inefficiency. 

In those days, it was customary for 
the buyer or department head to ask his 
firm for buying funds, as the real or 
apparent need arose. The appropria- 
tion, thus obtained, usually represented 
a compromise sum, arrived at after con- 
siderable vapid wrangling between the 
“contending” parties. Neither the 
merchant nor the buyer considered a 
pre-determined plan an essential con- 
tribution to the discussion. 

With the development of merchan- 
dise control systems, the buying prob- 
lem, from a figure standpoint, became 
a more or less orderly process. There 
are few stores nowadays in which the 
purchasing power is not planned in ad- 


vance for all departments by seasons 
and, to quite an extent, by months. 


Model Stock 

Numerous factors have a_ bearing 
upon a department’s purchasing power. 
The most important one is the basic or 
model stock. A model stock may be 
defined as one which adequately repre- 
sents what the store has educated its 
patrons to expect in the way of mer- 
chandise service. For instance, a store 
appealing for patronage in an institu- 
tional way would be required to carry 
comprehensive assortments at all times, 
and should, under no circumstances, be 
out of staples or regular sizes. A store 
depending upon special sales, or on price 
appeal solely, may be out of wanted 
items frequently without affecting ad- 
versely the customers’ attitude towards 
that store. 
_ In establishing a model stock, it is 
well to be exceedingly practical rather 
than excessively idealistic. It is more 
important to have strong salients than a 
*“thin red line.” There are many in- 
stances of stores being so zealous in 
their efforts to give excellent merchan- 
dise service that they lose out to less 
capable competitors in certain important 
departments. 

Utilization of “Open to Buy” 

No part of a system of merchandise 
control should be devised to function 
automatically. The human ecuation is 
necessarily the vital factor. There are 
certain store managements laboring un- 
der the delusion that, after the merchan- 
dise plans are approved, nothing further 
is required by way of administrative 


or interpretative effort. Certain cities 
have eliminated traffic policemen and 
substituted a system of automatic regu- 
latory light signals. This ingenious ar- 
rangement has become very stimulating 
to the tombstone industry. “The best 
laid plans of mice and men gang aft 
aglae.” 

The intelligent utilization of allotted 
purchasing power, or the “open to buy” 
as it is commonly called, constitutes the 
basis of successful merchandising. It is 
the test of the buyer’s qualifications. 
The orders he writes against his pur- 
chasing power must either waste or 
amplify it according to the measure of 
his judgment. If he buys a gross where 
his needs prove to be a dozen, his capital 
is “frozen” to the extent of the surplus 
stock, 

An over-bought condition in a depart- 
ment may result from causes totally be- 
yond the buyer’s control. However, 
more frequently it results from the 
much prevalent vice of thoughtlessness. 
Failure to analyze conditions; to make 
Necessary comparisons; to take into con- 
sideration incidental influences; to pro- 
vide for repeat and fill-in orders; to ex- 
ercise caution in buying for abnormal 
demands; to properly gauge the trend of 
fashion; to act promptly upon conviction 
when the fashion trend is unmistakable 
—these are common causes of over-buy- 
ing. Somewhere in these series of 
failures to do or to act lies the cause of 
over-buying with its consequent embar- 
rassment to a department or an entire 
store. 


* “Thin red line” was coined in reference to the 


Eta Mu Pi Elections 


During the year, Eta Mu Pi, the only 
honorary fraternity in the field of retail- 
ing, elected three honorary members be- 
cause of their services in the direction 
of scientific and ethical retailing prac- 
tices. They are: 

Mr. Lew Hahn, Managing Director 


of the National Retail Dry Goods Asso- 
ciation. 

Dr. Gerson Bach, General Director 
of the Verbandes Deutscher Waren und 
Kaufhauser (Association of German Re- 
tailing and Buying Organizations). 

Mr. John M. Clapp, Editorial De- 
partment, The Ronald Press. 
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The Store Manager’s Opportunity for 
Leadership in Economical 
Operation 


F. FranK VoRENBERG 


This article is based on an address delivered before the Third Annual Convention 
of the Store Managers’ Division of the National Retail Dry Goods Association, 
held at Swampscott, Mass. 


HERE are two important ways of 

effecting economies in expense; the 
first is the reduction of expense in dol- 
lars, and the second the increase of sales 
without a proportionate increase of ex- 
pense in dollars, thereby reducing the 
expense percentage. 


Reduction of Dollar Expense 

As for the reduction of dollars of 
expense there are just five points under 
this heading that need particular em- 
phasis. They are: 

1—Abolishment of theatre ticket 
agencies, travel agencies, post office sub- 
stations and other services of a similar 
nature in the store. 

2—Adoption of the blind check sys- 
tem in receiving merchandise, as a means 
of keeping inventory shortage at a low 
level. 

3—The elimination of stock assis- 
tants, buyers’ clericals, and other errand 
boys and girls. 

4—The elimination of anniversary, 
birthday, and other store-wide sales, un- 
less all items of additional expense in- 
curred are considered before the sale is 
held. 

5—Discontinuance of discounts, with 
the exception of employees’ and stock- 
holders’ discounts. 

Extraneous Services 

In the first place, there is a little 
story which has a bearing on the first 
item of expense, which should be elimi- 
nated.. A small town restaurant owner 
was suffering considerably from losses 
incurred through cashing customers’ 


checks, many of which were worthless. 
His situation was becoming daily more 
serious until he hit upon the idea that 
finally freed him from his dilemma. He 
put up a sign in his restaurant reading 
as follows: ‘Please do not ask us to ac- 
cept checks in payment. We have re- 
cently entered into an agreement with 
the Hoosier National Bank whereby we 
will cash no checks and they will sell 
no soup.” 

It would probably be wise for store 
managers to enter into similar agree- 
meats with their respective cities’ leading 
theatre ticket agencies, with Cook’s 
travel bureaus, with the United States 
postal authorities and with a number of 
other organizations who have proven 
themselves perfectly capable of selling 
the public at a profit the services which 
the stores are so anxious to provide them 
with at a loss. 

It is very easy to imagine the protests 
which many will raise to this suggestion. 
It is argued that these services are means 
of bringing more customers to the store. 
Thousands of women are purchasing 
their safety pins in the department stores 
because the latter sell them twelfth row 
seats for the fourth best show in town. 
Even if this were true, I should still ad- 
vocate eliminating any of these services 
which are not profitable. Why? Be- 
cause the store should conserve all its 
energies and resources to devote to a 
service which it has never adequately 
given its customers, the one they will ap- 
preciate above all these results which the 
store insist upon showering upon them. 


This is the Service of Selling. This 
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service will be the greatest piece of eco- 
nomical store operation the management 
has ever tried to put over. 


Blind Check 


- The second expenditure may not seem 
one at all to most people. It is the 
matter of inventory shortage. It is not 
necessary to discuss here all-the various 
means of checking this shortage with 
which merchandise managers and con- 
trollers are thoroughly familiar, but 
there is one remedy and that is a proper 
system of receiving room procedure. 

In three stores in Boston, the blind 
check system of receiving merchandise 
is used. This means that the checker 
who opens the package does not count 
the merchandise with an invoice in his 
hand, but is required to enter the quan- 
tity found in the package upon a dummy 
invoice which contains no quantities or 
extensions. This is one of the most suc- 
cessful means, in their opinion, of reduc- 
ing their inventory shortages. 

The controller will say that the blind 
check slows up receiving procedure and 
is very expensive. This accusation is not 
borne out by the facts. By performing 
several operations simultaneously, the 
handling of the merchandise can be 
speeded up through this system and the 
additional expense involved is practically 
negligible, especially when compared 
with the amount to be saved through the 
detection of short shipments. Store 
managers would do well to resolve to 
sell this idea to their respective store 
owners, and thus devise one way of in- 
creasing the economy with which their 
stores operate. 


Unnecessary Assistants 


The third suggestion for reduced ex- 
pense is the elimination of stock assis- 
tants, buyers’ clericals and other errand 
boys and girls, a great part of whose 
time is at present taken up with per- 
sonal shopping for buyers and with other 
errands which do not benefit the business 
in any way. Such stock assistants as 
actually handle stock and are necessary 
for the keeping of the stock in proper 
condition should, of course, be retained. 


One Boston store effected a saving of 
about 30 people throughout the organi- 
zation by the elimination of this class of 
non-productive help. Here again, objec- 
tions are made: buyers will say that 
they cannot get along without this or 
that person, and there is only one way to 
settle the matter and that is to let them 
try it. In the above instance, almost 
every buyer involved objected, mostly 
on the ground that it would load them 
up with a large amount of clerical work 
and thereby interfere with the more im- 
portant jobs of their departments. But 
when these messengers were finally 
eliminated the buyers survived and are 
now as healthy and efficient as ever. 


Store-Wide Sales 


The next point is the elimination of 
anniversary, birthday, and other store- 
wide sales, unless all items of additional 
expense incurred are considered before 
the sale is held. The above mentioned 
store found some years ago upon inves- 
tigation of the many store-wide sales in 
which it was a specialist, that by taking 
into consideration a number of expenses 
not generally regarded as chargeable to a 
particular sale, it was losing money in 
fairly large sums on all of these sales. 
In considering the result of such a sale 
one must not forget the mark-down 
made necessary in order to clean up the 
merchandise left after the sale, and also 
the tendency to allow regular lines of 
merchandise to be depleted because of 
the additional sale merchandise on hand. 
In the case cited, when these sales were 
eliminated, the volume did not suffer to 
any appreciable extent during the 
— when these sales were usually 

eld. 


Discounts 


The last suggestion for direct expense 
reduction is the elimination of discounts, 
with the exception of employees’ and 
stockholders’ discounts. In these days 
of enlarged installment selling and bet- 
ter organized credit departments, it 
seems unnecessary that the stores should 
allow installment dealers a discount on 
their merchandise so that they may in 
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turn charge the consuming public an ex- 


_orbitant rate of interest to purchase this 


merchandise on the installment basis. 
The elimination of discount to teachers, 
clergymen and other numerous groups 
who are now receiving it is also to be 
recommended. Employees’ and _stock- 
holders’ discounts can, of course, be 
justified in an entirely different way and 
therefore it would not be an economy 
to eliminate them. 

Of course, there are a number of 
other expenses which come to the atten- 
tion of the store manager regularly and 
which may be reduced, under his care- 
ful supervision. The main interest, how- 
ever, should not be in the actual expendi- 
tures that can be eliminated or reduced, 
but in the better application of expenses 
so that they will produce more sales. 


Reduction of Expense Percentage 

The average store to-day has an elab- 
orate organization covering the buying 
of merchandise and a similarly extensive 
organization in most of its non-selling 
departments, but few stores, if any, have 
a selling organization, and this is the 
fundamental weakness which the store 
manager should set himself to remedy. 

Mark-Downs 

There are three savings involved in 
the proposed plan of creating a real sell- 
ing organization. In the first place, the 
greatest single outgo of money in the 
average department store to-day is in its 
mark-downs. Recently a committee of 
the Retail Trade Board of Boston met 
to consider causes of mark-downs and 
they prepared a long list after careful 
investigation of all the factors which, in 
their opinion, made for mark-downs, but 
they omitted what may be the most im- 
portant factor of all. 

Many a merchant has had the experi- 
ence of going into his dress department, 
picking out a dress he has seen there for 
the past few weeks, calling one of his 
acquaintances among the sales force and 
saying, “Miss Jones, what is wrong with 
this dress?” Answer: “I do not know.” 
“Ts the size wrong?” “No.” “Is the 
color undesirable?” “No.” “Is the 


style old?” “No.” 


Obviously then, 


there is nothing wrong with the dress, 
but the merchant is nevertheless faced 
with the fact that he had six of them 
four weeks ago and has sold none. 

None of the causes normally assigned 
is responsible for the mark-downs in- 
volved in selling these dresses. There 
may be nothing in any way wrong with 
the merchandise and yet they have not 
sold, and the reason is because there is 
no selling organization charged with the 
responsibility of disposing of merchan- 
dise the buying organization has brought 
to the store. In any modern factory 
there is a production division and a 
sales division. ‘The former’s job is to 


produce merchandise for the latter to — 


sell. There should be a parallel situa- 
tion in a department store. The mer- 
chandise organization purchases the mer- 
chandise and the selling organization 
should sell it, but there is no selling or- 
ganization in most of the stores. 

The mark-down taken as a result of 
this lack of sales management is prob- 
ably a very high percentage of total 
mark-downs taken. What is needed is 
an organization which will sell the 
merchandise provided for it in the same 
way that the selling organization of a 
factory sells that factory’s product. 


Labor Turnover 


Another saving to be effected by the 
creation of the proper selling organiza- 
tion is in the labor turnover expense, 
particularly in the executive turnover. 
How often, when a2 buyer leaves the 
store for one reason or another, is some- 
one else in the organization found who 
can be advanced to take that position? 
Is it not true that in most cases the man- 
agement begins combing the market for 
a successful buyer in some other store? 
If an assistant buyer leaves in one of the 
more important departments, the same 
method is followed. 


Returned Merchandise 


The third saving is in the expense in- 
curred through heavy returns. Partic- 
ularly in apparel sections it is found 
that garment after garment is returned 
for no apparent reason other than that 
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the customer was not thoroughly sold on 
it when she bought it. A real sales force 
should be able to sell merchandise so 
that it stays sold. 


Need of Selling Organization 

But even if none of these savings 
could be effected through an improved 
selling organization, it must be obvious 
that department stores are spending a 
great deal less money on this branch of 
their business per salesman and making 
a great deal less effort in the direction 
of better selling than are the organiza- 
tions who employ sales specialists whose 
sole job it is to improve the selling of 
their products. Even the successful 
mail order house gets out a catalog 
which is a great improvement as a sales- 
man over many of the people behind our 
counters. 


Everyone who has had the privilege 
of being sold something by a house-to- 
house canvasser knows that, in nine 
cases out of ten, he is a real salesman. 
The purchaser of an automobile knows 
that the man who sells it is a real sales- 
man. Women who buy their groceries 
from the Great Atlantic and Pacific 
Tea Co. stores can vouch for the sell- 
ing service the clerks give. Those men 
are real salesmen, besides managing their 
respective stores. The kind of conversa- 
tion that is exchanged between a custo- 
mer and one of the sales clerks in a de- 
partment store does not compare favor- 
ably with these examples of real selling. 


Recently a woman visited the coat 
devartment of one of the most success- 
ful apparel specialists in the country, 
and the salesperson showed her several 
coats and the customer asked if these 
were new spring merchandise. The 
salesperson replied, ‘““Of course not. The 
weather has been so cold that we have 
not been able to buy new merchandise, 
and most of our coats are five to six 
weeks old.” That is department store 
salesmanship, and it is unquestionably 
the largest fly in the ointment of re- 
tailing to-day. We offer the merchan- 
dise, but we do not sell it. 


Attracting Desirable Employees 

My recommendations to cure this 
evil are not difficult and they are not 
entirely complete, but they will at least 
be a start in the right direction. The 
selling organization must be built up 
from the bottom. ‘The store must select 
for its selling personnel not the cheapest 
kind of help but the best possible sales- 
men and saleswomen. Obviously, a 
new type of person must be attracted— 
persons who are now going into some 
other line of business in preference to 
department stores. So the stores must 
meet the competition of these other 
kinds of business in order to attract the 
desirable employees. 


Wages 


First, the competition in wages must 
be met. This does not mean that the 
selling payroll should be automatically 


increased 25 per cent or 50 per cent. 


It means that the store manager should 
select a type of person who can earn a 
great deal more money than the present 
type and he should then make it possible 
for that person to earn as much as he 
can in some other line of work. This 
will require a liberal commission plan 
varying in rate according to the depart- 
ment, but in all cases sufficiently liberal 
so that the prospective sales clerk can 
earn more than he or she earns in the 
employ of the store’s competitors in em- 
ployment: the wholesalers and the man- 
ufacturers. 
Hours 


But wages are not the only basis for 
attracting a different personnel. The 
average factory employee works from 
9 A. M. to 5 P. M., five days a 
week and either one-half day or not at 
all on Saturday. Why should she come 
to the department store and work from 
8:45 until 5:45, six days a week? The 
management must regulate the hours of 
work to meet the competition of other 
employers and this is a point on which 
strenuous objection will be encountered 
from store owners all over the country, 
but the alternatives seem perfectly clear. 
Either the merchant competes with 
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those employers who offer shorter hours 
and better wages or he turns over his 
business to someone else who is willing 
to make sacrifices in the interests of bet- 
ter selling. ‘There is no question in my 
mind but that in these days of govern- 
ment intervention in all manner of pri- 
vate enterprise that some day merchants 
will be forced by law to shorten hours. 
It would be infinitely better, it seems 
to me, for them to do so of their own 
volition and to serve at the same time a 
very important purpose. 

The objection which respective store 
owners will advance to the suggestion 
of shorter hours will probably be based 
on two points: first, the loss of business 
through shortened hours, and second, 
the obligation of the department store to 
be available to its customers whenever 
they need it. The first point, of course, 
is quite difficult to settle, but any com- 
parison of early morning and late after- 
noon business with the expense of doing 
that business would be illuminating. 
On the score of obligation to customers, 
it would seem that the greatest obliga- 
tion is to provide them with an intel- 
ligent sales force and that, if it is neces- 
sary to close the store earlier and to 
open it later in order to attract this new 
type of sales force, then the customers 
are not being injured but rather helped. 


Working Conditions 


Working conditions must also be im- 
proved as far as possible. Why should 
a girl take a job selling hosiery in a 
store, work necessitating that she be on 
her feet the greatest part of the day, 
that she be constantly subject to dis- 
agreeable contact with customers, and 
that she do all this for $20 a week when 
she can earn $40 or $45 a week in the 
employ of the cutting-up trade with a 
shortening of hours thrown in? 


Promotional Possibilities 
Another disadvantage under which 


the store managers work and which 
they have consistently refused to recog- 
nize is that they hold out little possi- 
bility for advancement to the selling 
force. On the other hand, if they hired 


a new and better trained type of sales- 
person, they could easily advance the 
worthy ones to executive positions, and 
they would reduce the executive turn- 
over in their stores by this means. 

A study of personnel records to see 
how many salespersons have been ad- 
vanced to the positions beyond the one 
of selling during the last five years 
would be enlightening. There is a 
vicious circle here which must be broken. 
The store hires the cheapest help it can 
find and naturally it cannot fill its 
semi-executive positions from the ranks, 
and therefore it has to look outside and 
thereby kills the ambition of the sales 
clerks. How much more logical it 
would be to have a force of better edu- 
cated sales clerks with greater possibili- 
ties of advancement. It would seem 
that almost every problem of depart- 
ment store life comes back in the last 
analysis to this vicious circle inside 
which most merchants are striving to 
do business and outside of which lies the 
greatest future for all of them. 


Nature of Selling Organization 

The present floor walker, floor man- 
ager, or section manager, whatever 
he may be called, should be replaced 
by a division sales manager who would 
be the assistant to the department man- 
ager in charge of sales only. This per- 
son would perform only the more im- 
portant functions of the present floor 
manager and in addition all important 
functions of sales improvement and 
service to customers which are now 
practically ignored. Every buyer would 
become a department manager and 
would have two assistants under him, 
one in charge of sales and the other in 
charge of merchandising. The assistant 
in charge of sales would, of course, deal 
directly with the training and employ- 
ment departments and would call upon 
them freely for help in solving his sell- 
ing problems. 

The sales assistant, in addition to be- 
ing responsible to the department man- 
ager, would also be responsible to the 
store sales manager. ‘The sales man- 
ager’s job is to plan advertising with 


department managers and with merchan- 
dise managers, and to arrange sales pro- 
motion. This is a position which exists 
in very few stores, even the large ones, 
but the creation of such a position can- 
not be urged too strongly in those stores 
where selling and sales promotions are 
left on the knees of the gods rather than 
in the hands of a capable executive. 


The Fresh View-point 


An article appeared recently by that 
master provider of cheap transportation, 
Henry Ford, in which he pointed out 
that whenever he had a new and diffi- 
cult job to do he assigned to this work 
men who had no experience, either tech- 
nical or practical, with the job to be 
done, on the theory that experienced 
people would undoubtedly see the im- 
possibility of the projected move, where- 
as novices would plunge in and do the 
job regardless of whether it were impos- 
sible or not. 

In the department store business, the 
notion has been fostered for years that 
a man to be a successful buyer must 
have spent about fifteen or twenty years 


as a sales clerk and a similarly long 
period of time as an assistant buyer, un- 
til finally old, decrepit, and tottering 
on the brink of the grave, he is thought 
to be experienced enough to be given the 
position of buyer. The result of this 
process is in many stores a group of buy- 
ers who are utterly incapable of thought, 
of initiative, or even of carrying out 
intelligently new ideas which may be 
presented to them. 

A merchant exclaimed recently: “We 
entrust the investing of one-half million 
dollars of our money a year to an in- 
dividual whose note we would not en- 
dorse for $10,000.” The way to 
eliminate this condition which is posi- 
tively unique in the industrial world is 
to start at the bottom, build up a selling 
personnel and a non-selling one, for 
that matter, from the ranks of trained 
young people of the right type and to 
offer them the inducements which will 
attract them to the department store 
business in the way of wages, hours, 
working conditions and possibilities of 
promotion. 


EDITORIAL 


HE distributive system of the United States is entering upon a period of 
fundamental reorganization. Distribution has long been in the hands of 
opportunistic tradesmen whose one policy has been to buy as cheaply and sell as 


dearly as possible. 


Trained men of the scientific view-point have in the past found in production 
a vast field for research and reorganization. But now the realm of production has 
been charted. In the development of machinery and manufacturing technique, 
America has been preeminent and has done much towards the elimination of waste 


and the perfection of processes. 


In distribution, however, no such organization has been developed. The vast 


volumes of merchandise produced under highly standardized conditions are being 
loaded upon wholesalers and retailers who are inadequately organized to handle 
them at a profit either to the manufacturers or to themselves and who are unable to 
instruct the producer as to the nature and the extent of customer demand. 

The continuous pressure of a highly organized productive mechanism to turn 
out ever increasing volumes of goods coupled with the failure of the distributive 
system to forecast adequately customer demand and to translate this demand to the 
manufacturer are the causes of untold waste. This maladjustment of production to 
distribution is perhaps the most disturbing factor in business. 

Equilibrium may be brought about only by the application of the scientific 
method to marketing. The analytical research that has perfected productive pro- 
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cesses will tend to destroy the efficient factories it has reared unless similar research 
is applied to the distribution of the product. A manufacturer cannot long continue 
to turn out goods ignorant of actual consumer demand nor can he afford to con- 
centrate upon a fad of the moment unmindful of the possibility that a hundred 
others have decided to produce identical merchandise. This over-production tends 
to cripple the producer, over-load the retailer, and give the consumer no lasting satis- 
faction, for the losses sustained must be recouped in the sale of other merchandise 
at an exorbitant profit, if business is to continue to function. 


The application of the scientific method—research, the evolving of plans on the 
findings of research, and the formulation of useable hypotheses or policies—can occur 
only when the problems of distribution are illuminated by the professional attitude. 
So long as manufacturers’ sales organizations, wholesalers, and retailers take interest 
only in short-time profits, take no pride in the social significance of an economic 
organization for satisfying human wants, and do not feel the urge of service as an 
active stimulus to endeavor, so long will distribution fail to attract the high type of 
men and women that far-sighted merchants are seeking today. 


But the change is coming. The professional attitude is beginning to permeate 
distribution. The retailer, especially, is adopting definite merchandising policies 
in order to replace the old opportunism of barter; he is introducing thorough-going 
records of past performance ; he is beginning to practice group buying. By these and 
other methods, especially those of collective action, he is making a start in the 
scientific determination of customers’ wants and in the translation of these wants 
into merchandise orders, large enough to allow the manufacturer to produce at 
lowest unit cost. 

It is the purpose of the Journal of Retailing to assist in professionalizing this 
final step in the distributive process, to assist the retail merchant to feel that he is 
a purchasing agent for his community, and accordingly a most worthy citizen, and 
to present the methods and policies that are resulting in a more accurate determina- 
tion of customer demand and that are most effectively lining up production with 
potential outlets. 

The Journal aims also to present methods of expense reduction to the end that 
costs of distribution may be lowered and that man may receive in return for his 
services, goods that more nearly represent those services’ maximum worth. 


Retailing is coming into its own. Its practitioner will soon take his place 
beside the doctor, the lawyer, and the engineer. The Journal of Retailing has as 
its fond purpose the hastening of this end. 

J. W. W. 
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DEPARTMENTS 


Accounting and Control 


Accounting Problems in the Flotation 


of Securities of Retail Organizations 
J. P. FrreEpMan 


ECENTLY we have witnessed a 

tremendous increase in the number 
of securities of retail organizations sold 
through investment bankers to the gen- 
eral public and in many instances listed 
on the New York Stock Exchange or the 
exchanges of one of the other large cities 
of the country. The reasons for this in- 
crease are not difficult to find. Many 
business men who have built up success- 
ful businesses in which almost their en- 
tire wealth is invested, find it a good 
policy to sell to the public bonds or pre- 
ferred stock, with perhaps a limited por- 
tion of common stock, and to reinvest 
the proceeds in other enterprises. In this 
way they retain almost complete control 
of their businesses, and secure the bene- 
fit of a diversification of their invest- 
ments, without appreciable diminution 
of their total income. An equally im- 
portant cause may be found in the listing 
of the securities on one of the exchanges 
after they have been offered to the pub- 
lic and the consequent establishment of 
a market, should the owners at any time 
wish to dispose of a portion of their 
remaining holdings, either as a result 
of death or one of any number of other 
causes. In instances in which the securi- 
ties have not been listed, it has often 
been difficult to raise cash in case of 
necessity ; this is obviated to a large ex- 
tent if the securities are listed. Another 
advantage has been the assistance which 
the heads of the organizations have re- 
ceived from representatives of the in- 
vestment banking house which originally 
floated the securities. Such representa- 
tives are usually elected to the Boards 


of Directors of the various companies. 
They bring with them an outside view- 
point which has often been very helpful 
in the operation of the business; particu- 
larly in case of important decisions has 
their broad experience been found of 
inestimable value. 

These are the more important reasons 
for the widespread flotation of the securi- 
ties of retail organizations. There are 
a great many others which need not be 
enumerated at this time. With the in- 
terest that the general public is now 
taking in securities of this character, it 
is quite likely that in the future they 
will find an even more ready market and 
that the number of flotations will con- 
tinue to be large. 


Considerations of Investment 
Banker 

The investment banker, in determin- 
ing the price he can pay for a proposed 
issue, naturally gives a great deal of 
weight to the character and personality 
of the management. Another important 
factor in determining the price is the 
record of earnings of the enterprise for 
a period of years and its financial con- 
dition at about the time the flotation is 
to be undertaken. It is to the proper 
determination of the earnings and the 
financial condition that we shall now 
turn our attention. 

For presentation to the investment 
banker as a basis for negotiations, the 
company will probably have earning 
statements for a period of years drawn 
from its books. Very seldom, however, 
will these be found to be satisfactory. 
This is due to the fact that over a 
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period of years the method of preparing 
the accounts will usually be found to 
have changed; the degree of conserva- 
tism, or lack thereof, will probably not 
have been alike. It is usually advan- 
tageous, therefore, before approaching 
the investment banker, to re-examine the 
figures with the idea of restating them 
on a uniformly conservative basis. The 
presentation of the figures taken from 
the books without special reference to 
the flotation under consideration has 
often resulted in finding at a later date, 
after the accounts have been audited by 
public accountants, that had this work 
been done in the first place a more satis- 
factory arrangement could have been 
reached from the point of view of both 
the stockholders and the bankers. It is 
annoying to enter into negotiations on 
the hypothesis that a certain set of facts 
exists and to find later that the audited 
figures vary considerably. 

What are the adjustments usually 
necessary in the revision of the figures in 
connection with a proposed flotation? 
Of course no two instances are exactly 
alike, but in general they may be classi- 
fied under two headings, namely: ac- 
counting adjustments and re-financing 
adjustments. Accounting adjustments 
are such changes as are necessary to show 
the true financial condition of the or- 
ganization at the approximate date of 
the flotation as well as the earnings for 
a period of years on a uniformly con- 
servative basis. In other words, they 
are changes which probably should have 
been made by the company itself had a 
uniformly conservative basis been used 
throughout. Re-financing adjustments 
are those which are necessitated as a re- 
sult of changes in the company’s finan- 
cial structure as contemplated in the re- 
_ financing. In some instances only the 
first class of adjustments will be em- 
ployed, while in a great many, both 
classes must be made. 

Accounting Adjustments 

Some of the more important account- 
ing adjustments which are usually en- 
countered in connection with flotations 
may now be discussed. 


Depreciation: 

The rates of depreciation used for 
buildings, building equipment, store fix- 
tures and delivery equipment will often 
be found to have been too low or too 
high, and in some cases will be found to 
have varied to a large degree during the 


years under consideration. Uniform 
rates of depreciation which will give 
fair approximation of the actual depre- 
ciation should be adopted for the entire 
period and the depreciation deducted 
from profits recalculated using such 
rates, 

Expenditures for fixed assets: 

In connection with the recalculation 
of depreciation it may also be found that 
considerable expenditure for buildings, 
building equipment, store fixtures and 
delivery equipment may have been 
charged against the profits, instead of 
having been added to the asset accounts. 
If this is so, these charges should be add- 
ed back and, in lieu thereof, deprecia- 
tion on these amounts should be substi- 
tuted. It is well to bear in mind, how- 
ever, that it is often difficult to determine 
when expenditures of this character 
should be deducted from profits and 
when they should be added to the invest- 
ment. It is well to maintain a conserva- 
tive attitude in this respect and to add 
back to profits only such adjustments as 
truly represent capital expenditures. On 
the other hand, it may be found that 
considerable amounts have been added to 
the capital asset accounts which in re- 
ality represent repairs. In these in- 
stances the profits should be reduced by 
such amounts. 


Inventories: 

It may be found that the inventories 
have not been accurately stated. This 
may be due to mechanical errors in com- 
putation, or if the retail method is in 
use, to the improper use of the percen- 
tage developed by that method. Some- 
times insufficient deductions will be 
found to have been made for obsolete 
stocks, and on the other hand it may 
be found that excessive deductions have 
been taken from the total of an in- 


ventory on a percentage basis. In in- 
stances of this character the inventories 
should be revised to a fair basis which 
usually is cost or market, whichever is 
lower. 


Installment Accounts: 


It is the practice of many stores sell- 
ing merchandise on the installment plan 
to determine profits for income tax pur- 
poses and in their books on the basis of 
including the profits from such sales in 
income, only pro rata in accordance 
with collections. In the case of a flota- 
tion it might be well to consider whether 
to continue this basis or to treat the pro- 
fits from installment sales the same as 
profits from all other classes of sales 
setting up, however, proper reserves 
against bad debts, returns, collection ex- 
penses and interest. In all instances in 
which the latter method is used it is 
well to make certain that adequate re- 
serves have been provided. 


Other Reserves: 


It may be found that the reserves set 
aside for bad debts on regular retail ac- 
counts, losses, insurance and other con- 
tingencies may be too high or too low. 
The reserves at the end of each year 
should be corrected to the actual amount 
found necessary. 

Officers’ Compensation: 


In many closely owned retail enter- 
prises, the compensation of officers, 
whether in the form of salary, bonus, or 
both, may be found, in effect, partly to 
represent dividends, the compensation 
being higher than that normally paid 
for the management of similar busi- 
nesses. The officers may, if the securi- 
ties are floated, agree to draw amounts 
that more nearly approximate the com- 
pensation of others similarly situated. 
On the other hand, there have been in- 
stances in which the compensation de- 
ducted from profits for officers has been 
inadequate. It is well, if either of these 
conditions exists, to adjust the com- 
pensation to an equitable basis approxi- 
mating that agreed to between the offi- 
cers and the investment bankers for a 
period of years, As part of the agree- 


ment, the bankers usually ask that a 
contract for a definite period at a speci- 
fied compensation be entered into with 
the principal officers. 

Employees’ Profit Sharing: 

In some instances payments to other 
employees on a percentage basis also 
partake of the nature of dividends. As 
a result of a re-financing, sometimes, 
these employees acquire an interest in 
the business and thus receive dividends 
directly. To place the past years on a 
basis similar to that which is to prevail 
in the future it might be permissible to 
add back to the profits so much of the 
compensation of these employees as is 
in excess of the rate adopted for future 
years. 

Surplus Adjustments: 

In preparing statements of earnings in 
past years, the company may have found 
that certain charges were applicable to 
prior years, although they had not been 
determined until the years when they 
were placed upon the books, and in such 
instances - may have been decided to 
charge sucis amounts directly against 
surplus. In preparing figures over a 
number of years it is necessary to allo- 
cate such surplus charges, deducting 
them from or adding them to the profits 
of the years affected. 

Transfers Between Years: 

Also in the. preparation of the annual 
earning statements, it may be found that 
amounts of considerable magnitude have 
been charged against the profits of one 
year although applicable to those of an- 
other, because they had not been pro- 
vided for in closing the books for the 
previous year. Examples of such expen- 
ditures are settlements of amounts due 
for bonuses to employees, taxes—local 
and state, newspaper advertising, con- 
troversies, and other litigation. Items 
of this character should be transferred 
to the proper years. 

Special Investments: 
The company may have special invest- 


ments not forming an integral part of its | 


business from which it may have been 
receiving income spasmodically. A gen- 
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eral rule for the treatment of such 
amounts cannot be laid down, as cases 
will be found to vary so considerably. 
An adjustment will usually be found 
necessary. 

Extraordinary Expenses: 

The profits of particular years may be 
found to have been abnormally reduced 
through extraordinary expenses. Ex- 
ample of expenses of this character are 
amounts spent in connection with the 
remodelling of an entire store or a por- 
tion thereof; rent, taxes and interest 
during construction of an addition to a 
store; and bond discount written off. In 
such instances it will be necessary to con- 
sider seriously how far to go in adjusting 
the accounts. It may be considered that 
extraordinary expenditures should not be 
deducted for the purpose of determining 
the profits to be published. While this 
is true in the exceptional case, still it is 
not wise to make too many adjustments 
of this character as, no doubt, the com- 
pany will also incur expenditures in the 
future which might be considered extra- 
ordinary in nature. 

Federal Taxes: 


The federal income taxes deducted 
from the profits will usually be found to 
vary considerably from the amount ac- 
tually paid, when additional assessments 
and refunds are taken into consideration. 
Revised figures of taxes are usually de- 
termined. 

Re-Financing Adjustments 

The second class of adjustments, 
known as re-financing adjustments, vary 
rather more widely than the accounting 
adjustments because of great differences 
in the character of flotations. A few of 
the more important changes that have 
arisen in the past may be cited. 

Change in Capital: 

As a result of the re-financing, capital 
in the form of cash may be introduced 
into the business, or it may be with- 
drawn by the stockholders. The bal- 
ance sheet should, of course, be adjusted 
to reflect these changes, but if the 
amounts are large it may be necessary, 


in stating the earnings, to give effect to 
the income from the difference in 
capital. 
Withdrawal of Real Estate: 

The real estate may be owned by the 


same interests as the store and it may — 


be decided to withdraw the real estate 
from the business and to rent it to the 
store on terms mutually acceptable. If 
the rent varies from the actual expendi- 
tures incurred in past years it will be 
necessary to deduct the new figures from 
the profits in lieu of the expenditures 
previously incurred. 

Special Investments: 

If special investments which do not 
form an integral part of the business are 
withdrawn, it may also be necessary to 
adjust the profits to give effect to the 
new situation. 

Activities Discontinued: 

Certain activities, such as the manu- 
facturing of a portion of the merchan- 
dise sold—whether profitable or other- 
wise—may be discontinued. In this in- 
stance, also, it may be necessary to ad- 
just the profits to the changed status. 
Replacement of Borrowed Capital: 

The re-financing may contemplate the 
retirement of a certain amount of bor- 
rowed capital and the substitution there- 
for of another amount at a different rate 
of interest. Again it may be necessary 
to reflect the new condition in the earn- 
ings for past years. 

Revised Figures 

Most of the discussion to this point 
has been relative to the re-statement of 
the profits. It will be necessary, at the 
same time, also to revise the balance 
sheet so that the financial condition may 
be set forth correctly and clearly. The 
adjustments referred to above will, of 
course, in most instances, affect the bal- 
ance sheet. 

No mention has yet been made of 
appraisals which are sometimes made to 
more nearly reflect the actual value of 
the fixed assets of the company. If 
made by a reputable appraiser, the 
figures are usually introduced into the 
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_ balance sheet and the net worth of the 
| business increased by the excess of such 
appraisals over the book value of the 
assets. 
After the adjustments have been 
made, it is well to set up two revised 
_ balance sheets, the first after accounting 
_ changes only, and the second after both 
accounting and re-financing changes. 
The figures of profits should be set up in 
a similar manner. It is also best to pre- 
sent to the banker a statement of the 
more important changes that have been 
made in arriving at the figures since it 
will be necessary for him to consider 
whether any objections will be raised in 
selling the securities either by the com- 
mittee of the New York Stock Ex- 
change or the commissions of the vari- 
ous states charged with administering 
the “blue sky” laws, if the profits are 


re-stated in the manner set forth in the 
figures presented to him. The New 
York Stock Exchange and the State 
Commissions are particularly anxious 
that a true and correct statement of the 
earnings and financial conditions be set 
forth, so that the public is not misled. 

If the revised statements and the ad- 
justments are presented to the banker, 
arranged in a manner that will permit 
him to see at a glance the exact status, 
both as to the earnings and the financial 
condition, and if he feels that he need 
have no mental reservation as to the 
correctness of the figures, he is in a 
position to determine what, in his judg- 
ment, is the best figure at which he can 
expect to float the securities and, there- 
fore, what is the highest price that he 
can pay to the company or its stock- 
holders. 


Merchandising Problems 


Complete Assortments with Minimum Investment 
V. A. Hower 


TOCK turnover in department 
stores has been stressed excessively 

for some time and as a result a reaction 
has set in expressing itself in a greater 
emphasis on complete assortments. 
Where champions of turnover worked 
to eliminate slow moving lines, now ex- 
ponents of assortments are emphasizing 
the importance of maintaining complete 
stocks not only as a service to customers 
but also as a safeguard against the pros- 
pective purchaser going elsewhere to 
shop. Perhaps in the next few years as- 
sortments will again be built up exces- 
sively to the detriment of turnover, but 
undoubtedly much good will come of it, 
and in the end an equilibrium will be 
found where a satisfactory turnover can 
be secured, and reasonably complete as- 
sortments maintained at the same time. 
The means that are being used in many 
departments to secure such an equilibri- 
um are suggested in the following para- 


graphs. 


Roughly speaking, the stock of any 
department can be divided into staple 
and novelty merchandise. ‘There are 
many items difficult to classify in either 
category, but usually they may be placed 
in one or the other. For convenience, 
staple merchandise is defined as that 
class of goods which is maintained in 
stock the full length of a season or 
longer and enjoys a more or less con- 
stant demand. Novelty merchandise on 
the other hand is that which usually is 
not re-ordered more than a few times 
during a season—if at all; it is new, 
unusual, bizarre. Ready-to-wear is one 
of the best examples, since style changes 
constantly bring forth new colors, new 
silhouettes and new materials. 


Maintaining Assortments of Staples 


The problems of maintaining assort- 
ments of staple merchandise are differ- 
ent from those of keeping up novelty 
assortments. The former is chiefly 
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concerned with systematic re-ordering, 
whereas the latter has to do almost en- 
tirely with study of style trends and 
good taste. Each will be discussed 
separately, although greater stress will 
be laid on staple merchandise, which 
after all, is the more important and 
more profitable in the average store. 


The Stock List 

The first step in establishing and 
maintaining staple assortments is to 
compile a definite stock list of prices, 
colors, kinds and sizes of each staple 
item to be carried in stock. Until this 
is done, the assortments exist only in the 
minds of the buyer, assistant buyer, head 
of stock or salesperson. What is to be 
carried in stock therefore is indefinite 
and cannot be passed on to others if re- 
placements of personnel are made. A 
stock list requires time and thought, and 
clerical work, both to make up and to 
keep up to date but, once the list is 
complete, it frees the buyer from a mass 
of detail. Its greatest value from the 
viewpoint of department management, 
however, is that it permits detailing 
responsibility for maintaining assort- 
ments. Each head of stock is given a 
definite task, and a minimum of super- 
vision is required to see that it is done. 
Since the list, moreover, provides each 
subordinate with a clearly defined duty, 
each is better enabled to follow up his 
own stock to see that it is kept com- 


plete. 

The stock list itself is not simple. It 
may consist of thousands of items in a 
house furnishings, toilet goods or notion 
department. What to include must de- 
pend upon the comparison shopper’s re- 
ports and upon the demand of the 
store’s clientele, which is shown by past 
records. At first the stock list undoubt- 
edly will include too many items, but 
later, when records of sales of each are 
studied, many can be eliminated without 
detriment to the completeness of the 
department’s stock. The list must be 
flexible, because market conditions 
change, demand varies, novelties appear, 
and new items are constantly becoming 


Minimum Stocks and Quantities-to- 
Order 


After it has been decided definitely 


what items are necessary in a complete 
assortment of merchandise for the cus- 


tomers of a department, the creation of 


machinery to keep the entire list in stock 
at all times becomes necessary. The 


first step in this is to establish low limits 
or minimum quantities below which the 
stock of any item is not to fall without 


re-ordering, and at the same time to set — 
quantities for each re-order when the 
established minimum is reached. Thus, — 
if ten electric irons is the minimum and | 


the quantity to order is twenty, the 


head of stock has only to wait until she 


finds her stock has diminished to ten, 
and then to place the order for twenty. 
The minimum quantity and the quantity- 
to-order depend upon the rate of sale 
and the time required to get the item in 
stock from the resource. If ten items 


are usually sold in a week and it takes a © 
week for an order to arrive in stock, the © 
minimum should be set somewhat above ~ 
ten, say at twelve or fifteen. The quan- — 
tity-to-order probably should be twenty- — 
four, unless there is a lower price for © 
larger orders which is sufficient incentive — 
to warrant a larger purchase. At that © 


figure, it would be necessary to re-order 
every two or three weeks. If past rec- 
ords are not sufficiently detailed, the 


buyer at first must fix these minimum ~ 


quantities and quantities-to-order arbi- 


trarily. In any event it is necessary to — 


review them frequently in order to dis- 
cover any necessity for revision. 


Periodic Inventories 


The next step after these quantities 


are set is to provide for periodic inven- 


tories of stock to ascertain quantities on 
hand. 


In some instances perpetual in- | 


ventories are feasible, but in depart- © 
ments where items are small, bi-weekly ~ 
or monthly physical inventories are suffi- — 


cient. 


Perpetual inventories have the | 


advantage of showing at any time, with © 
reasonable allowance for errors, the con- 
dition of stock, hence the necessity for 
re-orders is at once indicated. They § 
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have the disadvantage, however, of en- 
tailing the clerical work of recording 
daily sales. In departments where units 
are large and sales comparatively few 
(as in a furniture department) the labor 
is not excessive and the accuracy is high. 
For small wares departments, the labor 
involved is likely to be excessive and 
usually periodic inventories should be re- 
sorted to. In some departments, how- 
ever, perpetual inventories of reserve 
stock are practical. Physical inventories 
entail considerable labor, but the burden 
can be spread out if stock is taken in 
only a few sections of a department each 
day. 

Whatever disadvantage physical in- 
ventories have, however, are counter- 
balanced by the fact that salespeople or 
heads of stock to whom the inventory is 
assigned are obliged to go through their 
entire stocks frequently. Old merchan- 
dise is thus constantly called to their at- 
tention, and they become more familiar 
with their stocks. Moreover, by shift- 
ing people systematically, the sales and 
stock people can cover the entire depart- 
ment from time to time and become bet- 
ter acquainted with merchandise outside 
their own stocks. As a by-product the 
housekeeping of a department also is 
likely to benefit. 

After each inventory, re-orders should 
be made out as predetermined by the 
minimum stocks and quantities-to-order. 
At first, this machinery for maintaining 
assortments is likely to increase the total 
zmount of stock in a department exces- 
sively. Too many items will be listed 
or the quantities set for re-orders and 
for minimum stocks will be too great. 
There is but one way to meet this situa- 
tion, and that is to study the rate of 
sale of each item. Rate of sale, how- 
ever, cannot be obtained from the data 
described thus far. It follows then that 
records of receipts of each item must 
also be kept. This completes the data. 
If the stock of an item at a previous in- 
ventory was six, and the receipts since 
then twenty-four, and the stock now is 
ten, the sales have been twenty. When 
the sales of all items of a stock are thus 


shown it becomes possible to eliminate 
items and to revise minimum and re- 
order quantities. One item may show 
satisfactory sales in proportion to stock 
carried, whereas another very similar 
article may show practically no sales. 
Whether to eliminate or not depends 
solely upon the judgment of the buyer. 
In deciding, the buyer is obliged to con- 
sider the seasonableness of the item, its 
quality, attractiveness, competition, dis- 
play, location in the department, atten- 
tion of salespeople, its condition and any- 
thing else external that might diversely 
effect its sale. Similarly fast moving 
items can be studied so that the maxi- 
mum results can be obtained. 
Physical Equipment 

Thus far the machinery for establish- 
ing and maintaining complete assort- 
ments has been discussed without men- 
tion of the practical side of physical 
equipment and the personnel to operate 
it. So many different kinds of systems 
are extant that it would be impractical 
to describe them in detail. Some depart- 
ments use columnar books of various 
kinds, others, card systems. In most 
cases, the latter seem to have the advan- 
tage of extreme flexibility. Since assort- 
ments may change rapidly, it follows 
that the record system should be capable 
of frequent revision and re-arrangement 
which cards provide. Rulings differ. In 
general, for each item there should be 
provided space for the name of the 
item, resources, number, description, re- 
tail price, cost, minimum stock quantity 
and re-order quantity; it should have 
place for recording price changes; and it 
should provide spaces for record of all 
inventories, receipts and sales tor a year, 
at least for a season. Various conveni- 
ences in mechanical equipment can be 
secured. Visible indexes, color tabs to 
show graphically the amount and move- 
ment of stock, what is slow selling, what 
is seasonable, and what is on order, are 
available. It would be well before 
setting up a system, therefore, to in- 
vestigate thoroughly and to purchase 
such equipment as is peculiarly suited to 
the needs of a department. 
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Personnel 


It should be understood in all this dis- 
cussion that sufficient personnel must be 
provided to take proper care of the rec- 
ords, which otherwise will be worse than 
useless because of inaccuracy. Usually 
one clerk can operate the most compli- 
cated record system of a large depart- 
ment; generally she can do it for several. 
Ordinarily, the regular personnel of a 
department is occupied too much with 
other work to take over the additional 
labor of operating a record system of 
this kind. 

Maintaining Assortments of 
Novelties 


The maintenance of assortments in 
novelties, the second class of merchan- 
dise to be discussed, is not so dependent 
on records of past performance, but it is 
greatly assisted by machinery similar to 
that described for staple merchandise. 
There is the difference that with the 
staple assortments the greatest value is 
in the automatic re-ordering, whereas 
with style or novelty assortments the 
problem is to ascertain current records 
of sales so that trends of demand may be 
discovered. If unit sales are classified by 
color, or material, by styles or in any 
other significant way, the ever changing 
public demand can be followed closely, 
so as to keep up the assortments of 
wanted colors or wanted styles, and at 
the same time clear out articles for 
which there is a slackened demand be- 
fore it is too late. Buyers of novelties 
certainly require all the facts that they 
can collect to enable them to place their 
orders and move their stock with a mini- 
mum of losses. Frequent sales and stock 
summaries preferably by units, therefore, 
seem essential. Most ready-to-wear de- 
partments use perpetual unit record sys- 
tems, but here again it is possible to de- 
vise a system of physical inventories that 
will not over-burden the stock people, 
and which with records of receipts can 
be made to yield sales figures. In any 
évent, a systematic method of obtaining 
facts frequently, even daily, is almost es- 
sential. 


After a system is working in a de- 
partment, the buyer is free for construc- 
tive work on assortments. To do really 
constructive work, a buyer must employ 
all the ability and acumen he possesses. 
First, he has to determine whether or 
hot price lines are complete. Can cus- 
tomers find merchanaise at the prices 
they wish to pay? Are there too many 
prices? Are the color and size ranges 
at each price sufficiently broad ? 


Summary 

To summarize, maintaining complete 
assortments of staple merchandise re- 
quires, first, compiling a detailed stock 
list with minimum and re-order quanti- 
ties; second, taking of periodic inven- 
tories; third, recording of receipts; 
fourth, assembling all this information 
conveniently, on cards preferably, one 
item for each; and fifth, providing per- 
sonnel. If these things are done, re- 
ordering becomes almost automatic and 
complete assortment of staple merchan- 
dise can be maintained in stock. For 
novelty merchandise as well as for 
staple, records of sales and stocks are 
also essential, not for re-orders so much 
as to arm the buyer with facts with 
which to operate his department and on 
which to base his judgment of trends of 
demand. In either case the record sys- 
tem will give the buyer more time for 
attention to assortments as well as to 
other activities of the department. 
Through the facts made available, more- 
over, the amount of stock carried can be 
adjusted so as to give the greatest turn- 
over without detriment to completeness 
of stocks, that is maximum representa- 
tion with minimum investment. The im- 
portance of full assortments warrants 
the serious consideration of every means 
possible to obtain that ideal—the point 
of equilibrium where customers can be 
served with complete assortments, and 
where, at the same time, the turnover is 
sufficient to insure clean stocks and to 
prevent undue loss from stock deprecia- 


tion. 
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Personnel 


Service Shopping of Salespeople 


Minnie Lanpau 


Service shopping is one means by 
which the store is able to learn the re- 
action of customers to its selling service. 
Believing that it would be of interest 
to present some of the current practices 
in the shopping of salespeople for 
service, in May, 1926, questionnaires 
were sent to fifteen representative stores. 
All stores did not answer each question, 
but the information received was compre- 
hensive and is summarized as follows: 


Question 1. What department super- 
vises service shopping? 
Stores Department 
7 Store or service superintendent. 
3 Comparison department. 
3 Training department. 


Question :2. How are shoppers se- 


cured? 

Stores Method 

5 Comparison department shoppers 
are used. 


4 Shoppers are secured through spe- 
cial newspaper advertisements. 

5 Outside services are used. They 
secure their own people. These 
services include: The Research 
Bureau for Retail Training, Pitts- 
burgh, Pa., The Better Business 
Bureau of New York, The Will- 
mark Service System by a Boston 
store, and the Quigley-Highland 
Co., by an Indianapolis store. 


Question 3. How are shoppers in- 
structed ? 

Stores Method 

7 The supervising department in- 
structs the shoppers. 

2 The training department instructs 
the shoppers as to the standards of 
service expected by the store. 

1 No special instructions are given, 
except to fill out the form used. 


Question 4. How are shoppers paid? 
Stores Method 
5 Comparison shoppers are used, and 
service shopping is included in their 
regular salaries. 
1 One dollar an hour is paid. Aver- 
age is fifty cents for each report. 
1 Fifty to seventy-five cents for a re- 
port depending on the time spent. 
1 Three dollars a day for a three- 
hour day. This includes both shop- 
ping and report writing. The 
number of reports made in this 
period will vary with the ability of 
the shopper and the nature of the 
merchandise shopped. The cost of 
the shopping is not based on each 


report. 
Question 5. How often is shopping 
done? 
Stores Method 


2 Store wide shoppings once a year. 
Individual shopping of depart- 
ments or salespeople when re- 
quested. 

7 As often as requested by training 
or service departments. 

4 Continuously. 

2 Frequently service reports accom- 
pany comparison shopping reports. 

Question 6. How are reports written? 

Stores Method 

10 On regular forms. 

5 Informal report style. 

Question 7. How are reports used? 

Stores Method 

5 Used either by service division or 
educational department in individ- 
ual conference with salespeople. 
Used as a basis for training by the 
educational department. 

6 Used by the training department 
both in individual conference with 
the salesperson and in group meet- 
ings on service questions, 
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Selection of Shoppers 


Since the usual a’ of service shop- 
ping is to secure a normal customer reac- 
tion, the shoppers selected should repre- 
sent the average clientele of the store. 
Some stores, however, do not want the 
reaction of the average customer. In- 
stead, it is their wish to receive the re- 
port of the critical customer rather than 
the indifferent one. 


The Shopping Report 


There is a difference of opinion as to 
the manner in which shoppings should be 
reported. Some stores have a set form 
to be filled out and others prefer an in- 
formal written account of the transac- 
tion. The informal report may not 
cover every point of service that enters 
into a sales transaction, but it is likely 
to give an accurate representation of 
what really takes place. It is also apt 
to give a better reflection of the cus- 
tomer’s feelings. This type of report 
is less stereotyped and less perfunctory 
than a set form, and has an added value 
in that it is colored by the customer’s 
impressions of that particular sale. 
“The advocates of the standard report 
form call attention to the fact that each 
report has a space reserved for the shop- 
pers’ general comments. In this way 
they get an expression of the customer’s 
feeling together with the specific infor- 
mation that they want. The type of 
form used varies. Some reports contain 
detailed questions and require only a 
check or the word “yes” or “no” in the 
space provided. Other reports carry 
suggestive ideas only, and are designed 
to prompt the shopper rather than to be 
specifically answered. The number of 
points that the shopper is instructed to 
observe varies from three to fifteen and 
includes questions on general manner 
and appearance of the salesperson, 
knowledge of merchandise and salesman- 
ship, and skill displayed in system pro- 
cedure. Practically all reports ask, as a 
last question, whether or not the cus- 
tomer would return to the salesperson 
again. 

The manner of writing the report 


will vary with the amount of instruction 
given the shopper. Sometimes, the 
shopper is instructed to fill out the en- 
tire form. Sometimes only specific 
points of service are to be stressed. This 
is also true in informal reporting. The 
customer may be asked simply to give 
her opinion of the sale, or she may be in- 
structed in special points of service to 
be observed. 

Analysis of many shopping reports 
leads to the belief that the informal re- 
port conveys a better picture of the sale 
than the set form. The latter, how- 
ever, covers more points of service, is 
more easily used by the shopper, and is 
more easily rated. The accompanying re- 
port form is particularly representative. 
In this store, too many reports are re- 
ceived to be taken up with the sales- 
person individually. In order that the 
salesperson may have a report of the 
shopping as soon as possible after it is 
made, a duplicate of the report is sent 
her through the store mail service. 


Use of Shopping Report 


Instead of shopping continuously to 
get an idea of the standard of service 
maintained in the store, some stores shop 
periodically at the request of the training 
department. After salespeople have at- 
tended salesmanship classes, they are 
followed up by a “shopping.” In this 
way the training department can judge 
how effective the instruction has been. It 
is somewhat difficult to shop a single 
salesperson especially selected, as the 
salesperson must be identified. 

The important thing, of course, is that 
use be made of the shopping report. If 
the service department merely wishes to 
get a reaction on service the reports may 
be rated and filed in that office. If the 
intention is to use the reports as a basis 
for improving service, either group meet- 
ings to discuss the reports, or individual 
conferences may be held. The opinion 
of the reporting stores is that service 
shopping gives not only a basis for fol- 
low up of the salesperson’s standing, but 
that it also reflects the standard of ser- 
vice that is given the customer. 


